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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND, SEPTEMBER 9, 1998

APPLI| CATI ON OF
DELMARVA PONER & LI GHT COVPANY CASE NO  PUE980324
For a decrease in its electric

fuel rate pursuant to 8 56-249.6
of the Code of Virginia

ORDER ESTABLI SHI NG 1998-99 FUEL FACTOR

On May 27, 1998, Del marva Power & Light Conpany (" Del marva"
or "Conpany") filed an application, witten testinony, and
exhibits in support of a reduction in its currently operative
fuel factor from2.013¢/kWh to 1.841¢/kwWh, and nade a proposal
for settlenent of the net replacenent power costs incurred as a
result of the extended outages of the Sal em nuclear units which
began in 1995. The Conpany al so proposed a distribution of the
settl enment proceeds froma |lawsuit against the operator of the
Salemunits claimng m smanagenent of the units. These issues
had remai ned open for a nunber of fuel factor proceedings due to
t he ongoi ng nature of the extended outages.

By Order dated June 8, 1998, the Conm ssion established a
schedul e for hearing and for the filing of testinonies and
provi ded an opportunity for any interested person to participate

in the hearing as a Protestant. The Conmm ssion ordered the
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Conpany's proposed fuel factor to go into effect, on an interim
basis, beginning wwth the billing nonth of July 1998, w thout
proration. No notices of protest were received.

On August 20, 1998, Staff filed testinony wherein it
recommended that a total fuel factor of 1.783¢/ kW be pl aced
into effect with the billing nonth of October 1998, w thout
proration. The Staff recomrended acceptance of the Conpany's
proposal to credit the Virginia deferred fuel account with
$675, 161 in net replacenment power costs relative to the 1995
out ages, but recomended agai nst the Conpany's proposal to net
the external litigation expenses of $4,433 against the $110, 606
in proceeds fromthe lawsuit settlenment. |In addition, the Staff
recommended that the Conpany credit $10, 140 in net replacenent
power costs for a 58-day outage at Salem Unit 1 which occurred
in 1994.

The Conpany accepted Staff's recomrendati ons, and the Staff
and Conpany stipulated all issues in this matter.

The hearing was held on Septenber 3, 1998. At the hearing,
it was noted that the tinme series procedures used by the Conpany
to forecast short-termnatural gas and oil prices had been
exam ned, and the Conpany had provided Staff with the
information it had previously requested regarding further

expl anations and justification of these procedures. Also, the



Conpany tendered its proof of service at the comrencenent of the
heari ng.

Upon consi deration of the record in this case, the
Comm ssion is of the opinion that Staff's proposed fuel factor
of 1.783¢/kWh be placed into effect with the billing nonth of
Cct ober 1998, without proration. Approval of this factor,
however, is not construed as approval of the Conpany's actual
fuel expenses. For each cal endar year, the Commi ssion's Staff
conducts an audit and investigation which addresses, anong ot her
t hi ngs, the appropriateness and reasonabl eness of the Conpany's
booked fuel expenses. Staff's results are docunented in an
Annual Report ("Staff's Annual Report"). A copy of Staff's
Annual Report is sent to the Conpany and to each party who
participated in the Conpany's |ast fuel factor proceeding, al
of whom are provided with an opportunity to conment and request
a hearing on the report.

Based on Staff's Annual Report, and any comments or hearing
t hereon, the Conm ssion enters an Order entitled "Final Audit
for Twel ve-Month Period Endi ng Decenber 31, 19 , Fuel Cost-
Recovery Position," hereinafter referred to as "Final Audit
Order." Notw thstanding any findi ngs nmade by the Comm ssion in
an earlier order establishing the Conpany's fuel factor based on
estimates of future expenses and unaudited booked expenses, the

Final Audit Order will be the final determ nation of not only



what are in fact allowabl e fuel expenses and credits, but also
t he Conpany's over or underrecovery position as of the end of
the audit period. Should the Commssion find in its Final Audit
Order (1) that any conponent of the Conpany's actual fuel
expenses or credits has been inappropriately included or
excl uded, or (2) that the Conpany has failed to nmake every
reasonable effort to mnimze fuel costs or has nmade deci si ons
resulting in unreasonable fuel costs, the Conpany's recovery
position will be adjusted. This adjustnment will be reflected in
the recovery position at the time of the Conpany's next fuel
factor proceeding. W reiterate that no finding in this order
is final, as this matter is continued generally, pending Staff's
audit of actual fuel expenses. Accordingly,

| T 1S ORDERED THAT:

(1) Atotal fuel factor of 1.783¢/kWh to be placed into
effect wwth the billing nonth of October 1998, w thout
proration.

(2) The netting of the external litigation expenses
agai nst the settlenent proceeds in the anount of $4,433, derived
fromthe Conpany's | awsuit against Public Service Electric and
Gas in the matter of the extended Sal em out ages, is disall owed.

(3) A total of $795,907 should be credited to the Virginia
deferred fuel account, conprised of $10,140 in net repl acenent

power cost for the 58-day outage at Salem Unit 1 begi nning on



April 7, 1994, $675,161 in net replacenent power costs and
$110,606 in lawsuit settlenent proceeds for the extended outages
at SalemuUnits 1 and 2, shut down on May 17 and June 7, 1995,
respectively.

(4) Delmarva inplenment Staff's booking recommendati ons as
outlined in Part B, pages 4-5 of Staff w tness DeBruhl's
prefiled testinony.

(5) This case shall be continued generally.



